2020 COUNTY-LEVEL ECONOMIC FORECAST

San Diego County Economic Forecast

Forecast Summary

¢ On an annual average basis, approximately 90,000 to 110,000
jobs will be lost in San Diego County during 2020, with heavy job
losses in the first half of the year.

¢ Employment losses will be largest in retail trade, leisure services,
professional business services, and government.

e The unemployment rate averaged 3.2 percent in 2019. It will
average between 9 and 11 percent for the 2020 calendar year.

¢ The population is expanding at a similar rate as broader Southern
California, and this trend will largely continue.

¢ Housing production will decline in 2020 but should rebound in
2021 and 2022.

¢ Home prices are not expected to change much during 2020 or
2021.

Job Growth

¢ Total employment in San Diego County will decline by 6 or 7
percent in 2020. This is an annual average change form 2019.

e In 2021, the county is expected to re-gain many of the jobs lost
during the Coronavirus Recession.
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Construction Employment

e The construction sector is expected to lose 1,500 to 2,500 jobs
in 2020.

¢ Most California construction activity was deemed non-essential for
several weeks in March and April, leading to significant construction
layoffs that average down total employment in 2020.

o Construction employment will expand in 2021 and may return to
pre-recession levels relatively quickly.
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Manufacturing Employment

¢ Manufacturing employment is expected to fall by 2 or 3 percent
during 2020, a decrease of approximately 2,500 to 3,500 jobs.

¢ Manufacturing activity is forecast to rebound slowly and may not
return to pre-recession employment levels for several years.

Transportation and Warehousing Employment
¢ Most transportation jobs in San Diego County are in trucking and

warehousing, bus and transit systems, local delivery services, and
at San Diego International Airport.
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¢ Job growth in trucking and warehousing was exponential before
the Coronavirus Recession, with overall employment levels more
than doubling between 2009 and 2019.

e Employment at local delivery firms like UPS, FedEx, and Instacart
also increased substantially between 2009 and 2019. Local delivery
is among the few corners of the labor market that could increase
during the acute phase of the Coronavirus Recession.

¢ Overall transportation and warehousing employment declined in
March and April but began to expand again in May during Phase
2 of California’s restart.

Retail Trade Employment

¢ The retail sector is expected to lose more than 15,000 jobs in 2020
on an annual average basis, a decrease of more than 10 percent.

e Many retail chains chose to furlough their employees rather
than lay them off completely, and furloughed workers are not
considered to be unemployed. This is a technical detail that will
mask the true number of work stoppages in the retail sector.

e Accounting for furloughed workers, more than 20,000 retail
workers could be effectively not working, and not earning an
income, on an annual average basis in 2020.

Wholesale Trade Employment

® Wholesale trade employment is expected to fall by at least 1,000
jobs on an annual average basis in 2020.
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® Wholesale employment should rebound sharply in 2021 but will
not reach pre-recession levels for a few years.

Financial Activities Employment

¢ More than 1,000 lost jobs are expected in 2020 because many
employers closed, committing their employees to shelter-in-place
for health reasons.

e The most prominent losses are expected in real estate sales and

lending.
Financial Activities Employment
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Jobs in Subsector's
Financial Activities Sub-Sectors Share of
Subsector

2019 Overall
(00cS) Industry

Real Estate

Banks and Mortgage Lending

Insurance

Asset Management

Rental and Leasing Services

¢ There have been fewer homes on the market in 2020 than there
were in 2019, and this should translate into fewer home sales,
reducing the need for real estate agents and mortgage brokers.

¢ Banks also reduced their head counts in 2020 due to a temporary
reduction of in-person branch visits.

Professional and Business Services Employment

e The professional and business services industry has a diverse
array of subsectors, and each will be affected differently during
the recession and recovery phases of 2020.

¢ One of the largest subsectors - staffing agencies - had significant
losses during the contraction, but may bounce back quickly once
the economy begins to expand again.
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Subsector's
Share of
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. . A Jobs in
Professional & Business Services
Subsector

Sub-Sectors 2019 (000s)

Scientific Research

Staffing Agencies

Building Maintenance

Custom IT Services

Corporate Headquarters

Engineering & Architecture

Business Consulting

Law

Corporate Security

Accounting & Bookkeeping

Marketing and Advertising

Other

o Staffing agencies primarily employ temp workers. Temp workers
are usually laid off first during a downturn but hired back first
during a recovery.

¢ Corporate security and building maintenance jobs also declined
substantially, but most workers in other subsectors were able to
work from home and were less affected by the recession.

Information Employment

e In San Diego County, the information sector is dominated by
telecommunications, software firms, and Internet/data services.
Most of these jobs were classified as essential or were able to be
performed remotely, but the information sector is still expected

to lose thousands of jobs in 2020.
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Information Sub-Sectors Jobs in
2019 Subsector

Telecommunications

Software Publishers

Data & Internet Services

Radio & TV Broadcasting

Newspaper / Magazine / Book Publishing

Movie Theaters

¢ Many newspaper and magazine workers were allowed to remain
in their jobs, but advertising revenues shrank with the rest of the
economy, giving employers little choice but to issue layoff notices.

e Losses were heavy at movie theaters, and movie theater jobs
could return much more slowly than the rest of the labor market
because social distancing requirements could prevent movie
theater customers from returning to normal levels quickly.

¢ Most growth over the 2020-2025 forecast period is expected in
software publishers and data/Internet services.

Private Education and Healthcare Employment

® There were 136,000 healthcare jobs in San Diego County in 2019,
representing more than half of all jobs in the broader private
education and healthcare sector.

® Healthcare jobs were recession proof during the 2008-2009
financial crisis. However, some non-essential medical offices had

to close in 2020, and hospitals reduced their employment levels
Education & Healthcare Employment
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because resources were not utilized as envisioned to support
Coronavirus patients.

® There were approximately 55,000 social assistance jobs in 2019,
including industries like childcare, housing shelters, and non-
medical care for senior citizens.

® There were also 31,000 jobs in private schools and colleges,
tutoring services, vocational schools, and other educational
organizations.

® Jobs in social assistance and education were mostly classified as
essential, but there were still layoffs at institutions with revenue
shortfalls.

Leisure and Hospitality Employment

® Leisure and hospitality firms have been impacted by the lockdowns
more than almost any other sector of the labor market.

® In 2019, San Diego County had 136,900 jobs in restaurants,
hotels, and bars. Our research indicates that most were laid off,
furloughed, or had their hours cut in the months of March and April.

® Jobs in this sector are not expected to reach pre-recession levels
for several years.
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Government Employment

® Government agencies are expected to lose revenue from taxes
and fees in 2020, and these revenue shortfalls will likely persist
into 2021 and 2022.

® When government agencies need to reduce expenditures on
salaries, many workers are expected to be given unpaid furlough
days that are distributed throughout the year, and many staffing
reductions could be the result of hiring freezes rather than layoffs.

® However, if revenue shortfalls are severe and Congress does not
appropriate funding to mitigate these shortfalls, government
agencies may have no choice but to issue layoffs.

Population Growth

¢ The San Diego County population is now growing slowly.

¢ An estimated 4,700 net migrants left the county in 2019, bringing
the county’s population growth rate well below the statewide
average.

e Over the 2020-2025 forecast period, net migration will not
contribute to population growth in any meaningful way, with
positive net migration in some years and negative net migration
in other years.
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e Population growth will average 0.4 percent per year during the
2020-2025 forecast period, and the county will approach 3.45
million residents by the year 2025.

Unemployment and Inflation Rates

¢ The unemployment rate in San Diego County averaged 3.2 percent
in 2019, which is below the composite rate for Southern California.

e The unemployment rate is expected to average between 9 and
11 percent in 2020.

¢ The unemployment rate is expected to remain elevated for several
years, but is likely to improve more quickly than after the 2008-

2009 recession.
inmigrants
minus
outmigrants
WW

Net Migration

2011 - 2025

15,000

10,000

5,000

0

-5,000

-10,000

-15,000
20M

2013 2015 2017 2019 2021 2023 2025

6]

Unemployment Rate

12 N

percent 2016 - 2025
. A\
/\\ Southern California
| ‘\\\\---..__________

forecast San Diego County
\2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

¢ Inflation decelerated in 2019 as energy prices declined and home
prices increased more slowly than the previous year.

¢ Inflation is expected to be very low in 2020 but could accelerate
in 2021 or 2022.

Home Prices and New Housing Production

e The median home price was $571,100 in 2019. Prices will not
change much in 2020 or 2021.

® Housing affordability is becoming an issue in San Diego County

because the supply of new units is not keeping pace with demand.
Households frequently have to spend more than 35% of their
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pre-tax income on mortgage payments, which exceeds the

recommendations of some affordability guidelines. Median Home Price
dollars 2011 - 2025
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® From 2014 to 2019, an average of 9,000 new homes were
authorized per year. Multifamily units accounted for two thirds 600,000
of all new units.
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® Housing production will average 7,200 homes per year from 2020

500,000
to 2025. More than 70 percent will be multifamily units.

450,000
e The primary Chula Vista project is Otay Ranch, a master planned
community on 23,000 acres. In addition to 12,000 new homes, it
will contain 5 million square feet of commercial space. 350,000

400,000

300,000

T

20M 2013 2015 2017 2019 2021 2023 2025

i

San Diego County Residential Development Pipeline

e Units M New Homes Permitted \
permitted 2003 - 2025
Chula Vista 28,935 10,000

Downtown 10,585 ’\
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Economic Indicators 2015-2019 History, 2020-2050 Forecast

Taxable Total Real Real Real
House- Net New Homes Registered  Personal Retail Taxable Industrial per Capita Unemployment Farm Inflation
Population  holds Migration Permitted Vehicles Income Sales Sales Production Income Rate  Production Rate
(people) (thousands) (people) (homes) (thousands)  (billions) (billions) (billions) (billions) (dollars) (percent)  (billions) (percent)

3,274,586 $180.0 $61,583
3,295,583 $186.4 $62,215
3,318,132 $193.2 $62,293
3,344,438 $205.2 $63,247
3,357,442 $217.8 $64,862
3,362,150 - $213.8 $63,169
3,366,072 - $221.3 $63,971
3,384,964 $233.8 $65,551
3,407,768 $248.5 $67,400
3,430,065 $261.6 $68,751
3,447,733 $275.0 $70,232
3,462,072 $287.9 $71,558
3,474,297 $300.9 $72,894
3,484,455 $314.6 $74,307
3,493,672 $328.3 $75,543
3,502,466 $341.7 $76,697
3,510,851 $355.2 $77,839
3,518,988 $369.0 $78,826
3,527,688 $382.3 $79,886
3,637,340 $396.5 $80,872
3,547,851 $411.3 $81,799
3,559,041 $427.4 $82,530
3,570,780 $444.0 $83,150
3,582,282 $460.4 $83,808
3,593,365 $477.9 $84,395
3,604,986 $495.5 $84,958
3,616,512 $512.9 $85,566
3,627,484 $530.7 $86,225
3,637,474 $548.8 $86,951
3,647,681 $566.9 $87,747
3,658,310 $586.1 $88,448
3,669,137 $605.3 $89,141
3,680,341 $624.8 $89,793
3,692,010 $644.8 $90,403
3,704,252 $665.2 $90,981
3,716,928 $686.0 $91,521

Employment Sectors 2015-2019 History, 2020-2050 Forecast

Total Wage Manufac-  Transportation ~ Wholesale &  Financial ~ Professional Health &
& Salary Farm  Construction turing & Utilities Retail Trade  Activities Services  Information  Education Leisure  Government
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Socioeconomic Indicators
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